





s and 
1955. 














ed in 
shows 
Fund 
nm (see 
repur- 
0; and 
nt to 













-month 
95, for 
central 
ons of 
y Spon- 
- appli- 
ram in 
of the 












an Op- 





ganiza- 





‘is, and 






1rough- 






ning in 






onetary 





itended 





ies and 
yortuni- 
eceived 


partici- 
JS$275 












































/gomar sciences / 


BY ie 


INTERNATIONAL eas Ry 


Financial News Survey: 


Vol. VII, No. 31 ° 


In a letter to the Bankers’ Magazine, Dr. Erhard, the 
German Minister for Economic Affairs, in commenting 
on views expressed in previous issues by Mr. Harrod 
and Mr. Hawtrey, stated that, although convertibility 
alone will not bring about a new stable and permanent 
currency system, it will contribute largely to equilibrium 
in a country’s balance of payments and to the liberaliza- 
tion of trade. As the EPU has helped multilateral liberali- 
zation within the OEEC area, the world-wide converti- 
bility of European currencies would aid world-wide 
multilateral trade. It is, however, also essential that quan- 
titative import restrictions should not be used as a means 
of equilibrating the balance of payments. 


Apart from exceptional circumstances, difficulties in 
the balance of payments of one country, or of several 
countries, can come about only if countries differ in 
pursuing an expansive or a restrictive policy. The main- 
tenance of a system of convertible currencies enforces 
an international interdependence in business activity; 
“a deflationary policy in a country which is important 
for world economy must initiate a correspondingly re- 
strictive policy in other countries, which in fact is neither 
possible politically nor sensible from the economic point 
of view.” But it may be questioned whether it is still 
necessary to reckon with economic crises of great extent. 
The new system of international payments relations will 





Europe 
Sterling Area Reserves 


The gold and dollar reserves of the sterling area rose 
by $1 million in January, to $2,763 million. Receipts of 
US. defense aid totaled $13 million, while payments of 
$12 million were made to EPU—$10 million in settle- 
ment of December transactions and $2 million in amor- 
tization of previous debts. Other gold and dollar trans- 
actions were therefore in balance; in December 1954 they 
had shown a surplus of $17 million, and in January 1954 
a surplus of $14 million. According to the Financial 
Times, the January 1955 outcome is not causing concern 
in official quarters. It is felt that sterling commodity sales 
will no longer result in heavy seasonal dollar receipts at 
this time of year. Such seasonal movements are being 
smoothed out because the widening field of commodity 
trading spreads these receipts more evenly throughout 
the year. Britain’s internal economic position is being 
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Dr. Erhard’s Views on Convertibility Problems 


February 11, 1955 


not be characterized by the same lack of sophistication 
and automatism as before 1914; the future convertibility 
of currencies will require certain administrative aid, in 
connection with which the International Monetary Fund 
and the European Fund that is now under discussion will 
be able to perform useful services. 

When aiming at convertibility it will be necessary to 
accept again interdependence in business activity re- 
gardless of the form which the currency system will take. 
Convertibility might be defined as a system of inter- 
national interdependence in business activity. The “new 
international community would have to think interna- 
tionally—rather as an organized equilibrium, perhaps, 
which is achieved by a mutual international adjustment 
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of economic development in each country.” Already an 
encouraging beginning has been made, especially in the 
OEEC, which ought to be further developed. Good cred- 
itor and debtor policies must be discussed jointly in an 
organization of creditors and debtors. This may seem to 
involve a considerable willingness on the part of nations 
to renounce a part of their sovereignty, but it would 
involve no more self-restraint than states imposed on 
themselves in former times by observing the rules of the 
classical gold standard. 

Source: The Bankers’ Magazine, London, England, Feb- 
ruary 1955. 





watched closely; the expansion that is still part of official 
policy is not considered to be out of hand. 


The United Kingdom had a surplus of £4 million with 
the EPU in January, which will be settled this month; in 
December there had been a deficit of £7 million. 


The sterling exchange rate still shows no sign of re- 
covery from the low point reached at the end of Novem- 
ber 1954 (see this News Survey, Vol. VII, p. 182). The 
spot rate for the U.S. dollar, after rising to $2.79 in the 
first half of December, fell to about $2.785 in the second 
half and has since remained around that level; it was 
quoted at $2.784 on February 8. The rate for transferable 
sterling in New York, after rising to $2.73, was quoted 
on February 8 at $2.7175. The London price of gold on 
the same date was 25ls. 914d. 


Sources: The Financial Times, London, England, Feb- 
ruary 3, 1955; The Journal of Commerce, New 
York, N. Y., February 9, 1955. 
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U.K. Government fo Sell Dollar Securities 


The U.K. Chancellor of the Exchequer has announced 
his intention to sell, during the next few months, $15 
million worth of dollar securities vested in the Treasury, 
and to consider making similar sales in future. The 
securities to be sold form the larger part of those origi- 
nally taken over from U.K. residents and pledged as 
collateral for the $425 million wartime loan from the 
Reconstruction Finance Corporation in the United States. 
The securities were released from pledge when the balance 
of the loan was repaid on October 1, 1951; the direct 
investments and the small part of marketable securities 
borrowed from their holders were then returned by the 
Treasury. No official indication has been given of the 
total value of the marketable securities now vested in the 
Treasury, but in 1949 the value of such securities then 
held as cover was stated to be $335 million. The Chan- 
cellor said that he does not intend any radical change in 
the policy announced by his predecessor of retaining the 
securities in Treasury ownership; certain minor changes 
in the portfolio have been made from time to time. 


The securities, which include stocks of many leading 
U.S. companies, will presumably be sold on the London 
market, so that U.K. investors will have an opportunity 
to buy dollar securities. In this case, the sale will not 
affect the gold and dollar reserves. Dollars received in 
dividends will continue to be surrendered to the author- 
ities in exchange for sterling. 


Sources: The Times and The Financial Times, London, 


England, February 4, 1955. 


U.K. Dollar Restrictions 


According to the Manchester Guardian, it has been 
estimated that £150 million might be added to the U.K. 
dollar import bill if all remaining quota restrictions were 
removed. This figure, which is 25 per cent above the 1954 
rate, does not include the cost of removing exchange 
restrictions on payments to the dollar area, nor does it 
assume any relaxation of the rule which forbids sales for 
sterling in some of the chief commodity markets. 


There are still many raw materials not yet freely avail- 
able from dollar countries, though coffee, machinery, 
chemicals, newsprint, woodpulp, and tobacco have been 
allowed to enter the United Kingdom in larger quantities 
during the past year. Complete freedom to import dollar 
machinery might add £30 million to the import bill, 
while removal of restrictions would probably add £10 
million to expenditure on tobacco and £35 million to ex- 
penditure on pulp, paperboard, newsprint, and chemicals. 


The import of dollar consumer goods is still virtually 
banned, although the token import scheme has recently 
been somewhat extended. The lifting of quotas for these 
goods would cost about £20 million, assuming a return 
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to the 1938 volume of imports. To free semifinished 
textiles and minor raw materials, special types of steel, 
and dyestuffs, which at present are restricted, might cost 
£25 million. 

There are also several important commodity markets 
whose sales are still restricted. American cotton can be 
sold abroad only for dollars, and the grain markets and 
some of the vegetable oil markets are in the same position. 


It is impossible to estimate precisely the effects of 
restrictions still maintained on such items as tourist and 
travel expenditure, etc., but the amount involved is prob- 
ably considerable. The relaxation of U.K. restrictions 
might also have significant effects upon the purchases of 
dollar goods by the colonies and other Commonwealth 
countries. 


Source: The Manchester Guardian, Manchester, England, 
January 10, 1955. 


French Payment to EPU 


The OEEC Council has approved arrangements for the 
repayment by France of that part of her debt to EPU not 
covered by the bilateral amortization agreements of 
June 1954. Since the French debt to EPU amounted to 
$241.3 million (after the settlement of the December 1954 
balance) and the amount covered by the bilateral amor- 
tization agreements was $161.3 million, the amount to 
be paid by France was equal to $80 million. 


Nearly half of the $80 million ($36.7 million) will be 
paid to Germany as the biggest creditor country in EPU. 
The other creditors to benefit are Austria, $3.2 million; 
Belgium, $10.9 million; the Netherlands, $13.3 million; 
Portugal, $0.5 million; Sweden, $3.0 million; and Swit- 
zerland, $12.4 million. As a result of this payment, 
France’s credit facilities inside its quota will be reopened 
by an equivalent amount. 


Source: The Financial Times, London, England, Feb- 
ruary 5, 1955. 


Labor Shortages in the Netherlands 


An investigation undertaken by the Netherlands Cen- 
tral Bureau of Statistics of shortages of labor in manv- 
facturing industries has shown that shortages exist in 
the majority of the country’s industries: In 9,051 enter- 
prises, which employed 757,400 workers at the end of 
September 1954, a total shortage of 61,418 workers, or 
8 per cent of their labor force, was reported. Included 
in the total were 35,399 vacancies for skilled and trained 
labor. Particularly large shortages were reported by 
the clothing industry (16 per cent of workers employed), 
wood processing industry (12 per cent), metal industries 
and shipbuilding (10 per cent), and leather and rubber 
industries (9 per cent). Labor shortages were relatively 
small in the diamond industry (3 per cent of the workers 
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employed), textiles (5 per cent), chemical industry and 
oil refining (5 per cent), mining (4 per cent), and public 
utilities (4 per cent). About 5,200 enterprises, employing 
261,400 workers, reported that they had no labor 
shortage. 


Source: Central Bureau of Statistics, Statistisch Bulletin, 
The Hague, Netherlands, February 1, 1955. 


Greek External Accounts 


Preliminary statistics indicate that Greece’s external 
deficit for the first half (July to December 1954) of the 
fiscal year 1954-55 was, on a payment basis, $18.3 mil- 
lion. (If the refund of a canceled $7.3 million order for 
capital goods imports, placed in an earlier year, is taken 
into account, the deficit is reduced to $11 million.) The 
deficit contrasts with a surplus of $13.1 million in the 
corresponding period of 1953-54. The deterioration was 
the result of an increase of 62 per cent ($68.9 million) 
in imports, to $180.7 million. The increased payments 
for imports were offset only in part by increased visible 
and invisible exchange earnings, though the former rose 
by $20.9 million, or 30 per cent, and the latter by $15.5 
million, or 23 per cent. 


The deficit is expected to increase further in the coming 
months, so that the deficit for the whole year 1954-55 
will probably be considerably higher than that for 1953- 
54 ($16 million). As a rule, exchange receipts in the 
first part of the calendar year are seasonally low, while, 
under present conditions, imports are likely to continue 
to rise. Substantial imports of basic foodstuffs (such as 
wheat and sugar) are to be effected in the coming months, 
and commitments arising out of import orders on a 
deferred payment basis were, at the end of 1954, $128 
million (compared with some $60 million a year earlier), 
Furthermore, the demand for imports may be expected 
to increase because of higher money incomes. The higher 
balance of payments deficit for the fiscal year 1954-55 
does not create any immediate problem, in view of 
adequate exchange resources from current Greek earn- 
ings, U.S. economic aid, and official reserves. 


Sources: Naftemboriki, Athens, Greece, January 10 and 
22, 1955. 


Germany's Foreign Exchange Reserves 


Western Germany’s foreign exchange reserves con- 
tinued to grow throughout 1954, reaching $2,520 million 
at the end of November and an even higher level during 
December. The Bank deutscher Linder holds most of 
these reserves, since exporters and foreign trade banks, 
so far, have not availed themselves to any appreciable 
extent of the opportunities for setting up their own 
reserve funds. The foreign trade banks are keeping 
their operating funds at an absolute minimum, because 
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they can at all times draw on the central bank for addi- 
tional funds. 

The increase of $600 million in total holdings from 
December 31, 1953 to November 30, 1954 was entirely 
in gold and dollars. In the same period, holdings of 
currencies of EPU countries and of countries with which 
Germany has bilateral payments agreements declined 
slightly. The chief reason for the decline was the consoli- 
dation and reorganization of EPU debts last summer. At 
the end of November 1954, 73 per cent of Germany’s 
foreign exchange reserves were gold or dollars, compared 
with 60 per cent at the end of 1953. Total foreign ex- 
change reserves corresponded to the value of about six 
months’ imports, and gold and dollar holdings alone, to 
the value of about four months’ imports. 


Source: The Journal of Commerce, New York, N. Y., 
February 7, 1955. 


Yugoslav Budget 


The approved budget for 1955 of the Federal Republic 
of Yugoslavia estimates revenue and expenditure at ap- 
proximately Din 232 billion (US$740 million). This 
total was determined on the basis of expenditures and 
receipts realized during 1954 and is about Din 30 billion 
less than the budgeted figure for 1954. 


Of the total estimated expenditures, Din 175.8 billion 
is allocated to defense, 3.8 per cent less than the budgeted 
amount in 1954. This sum still represents about 15 per 
cent of the Yugoslav national income. 

Source: Agence Yougoslave d’Information, Les Nouvelles 
Yougoslaves, Paris, France, January 5, 1955. 


Middle East 
Tax Exemptions in Egypt 


In order to encourage investment in Egypt, a draft 
law has been approved by the Financial Committee of 
the National Production Council for the exemption of 
certain establishments from commercial and industrial 
profits taxes. The law will become final when approved 
by the Cabinet. It applies to any new establishment with 
a paid-up capital of at least LE 20,000, and having for its 
principal purpose the initiation or exploitation of a new 
project in mining, oil prospecting and exploitation, the 
hotel industry, reclamation of land, or development of 
marine wealth. The exemption would be for seven years. 
If existing establishments have these same purposes, they 
also may be granted exemption from commercial and 
industrial profits taxes, after approval by a newly created 
committee. Exemption may be extended for a further 
maximum period of three years (ten years in all) for 
major joint stock companies with a paid-up capital of 
at least LE 500,000. If the capital is increased, exemptions 
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shall be granted in the same proportion that the increase 
bears to the total capital for five years beginning two 
years after the increase in capital. The draft law does not 
exempt any establishment from the general income tax. 
Joint stock companies, share partnerships, and limited 
liability with capital of not less than 
LE 20.000, whose line of business is as set out above, 
shall be exempted from half the commercial and indus- 
trial profits taxes on their annual undistributed profits as 
from the financial year concluded after the date of the 
application of this law. Statutory and other reserves that 
companies are required to retain from annual profits 
shall not be considered undistributed profits. 


companies 


A committee shall be set up, composed of representa- 
tives of the Ministry of Finance, the Ministry of Com- 
merce and Industry, and the National Production Council, 
and shall be charged with the task of deciding on cases 
where exemption is discretionary and considering all 
disputes that may arise between the Taxes Administration 
and the companies. The Minister of Finance is empow- 
ered, after consultation with this committee, to cancel 
exemptions already granted to any establishment that 
may have violated the conditions of exemption. The 
Minister’s decisions in accordance with the provisions 
of this law are final. 

Sources: Al Ahram, Cairo, Egypt, January 17 and 26, 
1955. 


Palestinian Refugee Balances 


The total amount of the frozen balances on account of 
which the Ottoman Bank and Barclays Bank will pay out 
Jordanian funds (reported in this News Survey, Vol. VII, 
p. 160, as JD 8.5 million) is about £3 million, equivalent 
to JD 3 million. The Government of Israel had previously 
released £1 million, of which the major part has been 
paid out to the benefit of refugees in various Arab 
countries. 


Source: Israel Office of Information, /srael Digest, New 


York, N. Y.. November 15, 1954. 


Note Issue in Lebanon 


The Lebanese note issue rose from LL 205 million at 
the end of 1953 to LL 242 million at the end of 1954, 
an increase of LL 37 million. Gold cover increased from 
LL 127 million (62 per cent of total issue) to LL 219 
million (90 per.cent). Foreign exchange cover (mainly 
U. S. dollars) was LL 7 million on December 31, 1953, 
but there was no foreign exchange cover at the end of 
1954. Lebanese Government securities and advances by 
the Bank of Syria and Lebanon in Lebanese pounds to 
the Government decreased from LL 72 million at the 
end of 1953 to LL 23 million at the end of 1954. 
Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 

ary 5, 1955. 


INTERNATIONAL FINANCIAL News Survey, February 11, 1955 


Foreign Trade of Iraq 


During the first half of 1954, Iraq imported goods 
valued at ID 33.6 million and exported goods (excluding 
oil) valued at ID 7.4 million; thus there was a trade 
deficit of ID 26.2 million. In the corresponding months 
of 1953, imports were ID 32.1 million, exports ID 8.] 
million, and the trade deficit ID 24 million. Imports 
for local consumption in the first half of 1954 amounted 
to ID 30.2 million, and imports by the oil companies 
were ID 3.4 million. Total oil exports, which are ex. 
cluded from the above figures, were 14,073,000 tons, 
against 13,020,000 tons during the corresponding period 
of 1953. Imports of capital goods valued at ID 15.9 
million constituted by far the greatest component of 
Iraq’s imports; next in importance were clothing (ID 4.9 
million) and foodstuffs (ID 4.1 million). The most im. 
portant exports (apart from oil) were grains and flour 
(ID 3.7 million) and dates (ID 1.4 million). The chief 
sources of imports were the United Kingdom (ID 11.6 
million), the United States (ID 4.8 million), Japan 
(ID 2.8 million), and Germany (ID 2.2 million). Iraq's 
chief markets were Holland (ID 1.1 million), Kuwait 
(ID 0.5 million), and Syria (ID 0.5 million). 


Source: National Bank of Iraq, Quarterly Bulletin, 
Baghdad, Iraq, July-September 1954. 


Far East 


Indian Aid from Canada for Hydroelectric Project 


An agreement between India and Canada for joint par- 
ticipation in the implementation of the Rs 15 million 
(Can$3.15 million) Umtro Hydroelectric Project in As- 
sam provides for a Canadian contribution to the project 
in the form of engineering services and electrical equip- 
ment, estimated to cost Can$1.2 million. 


The Canadian Government has also agreed to cover 
rupee expenditure on the project up to Can$2.1 million 
(approximately Rs 10 million). This contribution will 
be made from rupees which become available from the 
sale of Canadian industrial raw materials provided to 
India under the Colombo Plan. 


The Umtro Hydroelectric Project is about 20 miles 
from Gauhati on the road to Shillong. The total area 
likely to benefit from the project covers about 1,000 
square miles, with a total population of nearly 1 million. 
Benefits will be in the form of hydroelectricity for irriga- 
tion and land reclamation, for existing cottage and small- 
scale industrial establishments, and for development of 
new industries. 

The project covers both civil works and the opening 
of hydroelectric power stations. Three generators of 
2.500 kilowatts each are expected to be installed at the 
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I 


site of the project, which is likely to be completed by 

the end of 1956. 

Source: Embassy of India, /ndiagram, Washington, D.C., 
January 12, 1955. 


Thai Preferential Import Rates 


As from January 1, 1955, the Bank of Thailand will 
no longer sell foreign exchange at preferential rates 
(16.07 baht per U.S. dollar and 35.00 baht per pound 
sterling). These rates have been used for imports of 
milk and powdered milk and chemicals and pharmaceu- 
ticals. However, the Bank still continues to sell foreign 
exchange at free market rates. 


Source: Bank of Thailand, Notice to Authorized Ex- 


change Dealers, No. 5, Bangkok, Thailand, De- 
cember 30, 1954. 


Japan and the GATT 


Japan’s provisional, nonvoting membership in the 
GATT, which was to expire on June 30, 1955, has been 
extended by six months. The extension is intended to 
enable Japan to take part in the tariff negotiations that 
began recently and are expected to continue for several 
months. (See also this News Survey, Vol. VII, p. 177.) 


Source: The Journal of Commerce, New York, N. Y.., 
February 2, 1955. 


Japan's Payments Position in 1954 


Japan’s foreign exchange transactions during 1954 
vielded a surplus equivalent to US$100 million, against 
a deficit of $194 million in 1953. Foreign exchange 
receipts increased from $2.1 billion in 1953 to $2.3 
billion in 1954, and payments declined from $2.3 billion 
to $2.2 billion. The trade deficit fell to $429 million in 
1954, from $945 million in 1953; the improvement is 
attributed mainly to an increase in exports and a fall 
in imports. 

However, if the increase in import usance bills during 
the year ($67 million) and cotton imports from the 
United States ($43 million) is taken into account, there 
appears to have been a foreign exchange deficit of $10 
million. 


Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Toyko, Japan, January 22, 
1955; The Journal of Commerce, New York, 


N. Y., February 2, 1955. 


United States and Canada 


FOA Investment Guarantee Program 


The U. S. Foreign Operations Administration (FOA) 
expects a substantial increase in activity under its in- 


vestment guarantee program in 1955. The program, 
which guarantees U. S. investors abroad against losses 
from currency inconvertibility and against expropriation, 
has been in operation since the inception of the ECA 
program in 1948. Operations under the program, how- 
ever. have fallen far short of expectations, as guarantees 
totaling only $48 million had been issued up to mid-1954. 
Increased investor interest in the program is evidenced 
by new applications received by FOA since mid-1954 for 
guarantees of investments valued at $89 million. About 
two thirds of the applications awaiting action at the end 
of January 1955 were for convertibility insurance; there 
appeared to be less interest in insurance against expro- 
priation. The rate of applications has risen sharply in 
the last three months, owing to a reduction in interest 
charges for guarantees and to a simplification and im- 
provement of rules governing investment under the pro- 
gram (see this News Survey, Vol. VII, p. 195). Charges 
for insurance against inconvertibility losses and expro- 
priation have each been reduced from one to one half 
of one per cent of the amount of the guarantee. The 
amount of insurance protection will no longer be re- 
duced by withdrawals of earnings through normal ex- 
change channels, and coverage may now be obtained for 
equity investments up to 200 per cent of the amount 
invested. against a former limit of 175 per cent. 


Sources: Foreign Operations Administration, Press Re- 
lease, Washington. D. C., November 1, 1954; 
The Journal of Commerce, New York. N. Y.., 
February 4, 1955. 


U.S. Ban on Copper Exports 


The U. S. Government has banned all exports of do- 
mestic copper during February and March 1955, and has 
limited scrap copper exports for the two months to 
12,000 tons. Domestic supplies have been depleted 
rapidly by an extremely active European demand, coupled 
with the effects of the continuing strikes at the Northern 
Rhodesian copper mines. The European copper shortage 
was reflected in a rise of 5 cents, to 4414 cents per pound, 
in the London market last week. 

Source: The Wall Street Journal, New York, N. Y., 
February 7, 1955. 


U.S. Employment Situation 


Unemployment in the United States rose by about one- 
half million, to 3.3 million, between early December and 
early January, as a result of seasonal declines in retail 
trade, construction, and most other industries. Employ- 
ment declined by about the same amount, to 60.2 million. 
The greatest fall in employment occurred in trade, as 
temporary employees for Christmas work in retail stores 
and post offices left their jobs. This decline, amounting 
to 1.7 million persons, reflected double counting in some 
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instances, however, as some employed persons who had 
taken extra jobs for the holiday period were counted 
twice. Factory employment declined seasonally in Janu- 
ary, a sharp drop in the electrical machinery industry 
being partially offset by continued gains in metals and 
transportation equipment. 
Source: The Journal of Commerce, New York, N. Y.., 
February 8, 1955. 


Canadian Interest Rates 


Canadian interest rates have shown no tendency to rise 
during recent months, despite a marked increase in U. S. 
rates (see this News Survey, Vol. VII, p. 242). The yield 
on 3-month Treasury bills declined steadily from 1.60 
per cent in June 1954 to 1.08 per cent in December and 
touched 0:98 per cent on January 20. U. S. Treasury bill 
rates, in comparison, averaged 1.26 per cent in January. 
Similarly, the yield on Government of Canada 3 per cent 
bonds dated 1961-66, which fell from 3.53 per cent in 
January 1954 to 3.04 per cent in April, declined further, 
to 2.92 per cent at the end of December and to 2.90 per 
cent on February 1, 1955. As a result of these develop- 
ments, the “traditional” spread between bond yields in 
the two countries has been greatly reduced. At the end 
of January, yields were approximately equal on securities 
with a life of up to eighteen months, and only on the 
very longest issues (24 years and over) were Canadian 
yields as much as one half of one per cent above the 
comparable U. S. rates. According to Canadian press 
reports, there are at present no signs of any change in 
Canadian credit policy. 

Sources: Bank of Canada, Statistical Summary, Ottawa, 
Canada, December 1954; The Financial Post, 
Toronto, Canada, January 29, 1955. 


Canadian Foreign Trade in 1954 


Canadian exports declined in 1954 for the second year 
in succession, but a sharper drop in imports reduced the 
trade deficit from $210 million to $149 million. Exports 
totaled $3,946 million (5 per cent less than in 1953 and 
9 per cent below 1952), almost half of the decline from 
1953 being due to smaller shipments to the United States. 
Imports in 1954 were $4,095 million, 7 per cent less than 
in the previous year; most of the decline occurred in 
imports from the United States. 
Canadian dollars.) 


(All figures are in 


Source: The Globe and Mail, Toronto, Canada, Janu- 
ary 29, 1955. 


Latin America 
Crops in Haiti 


Some 40 per cent of the coffee crop of Haiti, which 
had been estimated at about 300,000 bags, was destroyed 
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by hurricanes late in 1954, The exportable surplus this 
year is not expected to exceed 200,000 bags of 80 kilo. 
grams each, compared with more than 400,000 bags from 
the previous year’s crop. Prices for this year’s crop prob. 
ably will be considerably below last year’s record level, 
Partial destruction of other crops, such as cacao, bananas, 
and sugar, will have less profound effects upon the 
Haitian economy than the destruction of the coffee crop, 
but the loss of foreign exchange earnings from these 
exports will affect the entire economy. 


Current estimates indicate a trade deficit of between 
US$9 million and US$12 million in 1955. The decline 
will adversely affect government revenue, some 75 per 
cent of which is derived directly from external trade, 
Total revenue is estimated at about 110 million gourdes 
(US$22 million), and expenditures are expected to 
exceed this figure by a considerable margin, even though 
attempts are being made to reduce current expenditures, 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., January 31, 1955, 


Panama-U.5. Treaty 


Representatives of the Republic of Panama and the 
United States have signed a Treaty of Mutual Under. 
standing and Cooperation providing for the operation, 
maintenance, and protection of the Panama Canal by the 
United States. The principal commercial and economic 
provisions of the treaty are as follows: The annuity paid 


INTERNATIONAL FINANCIAL STATISTICS 


This monthly bulletin is a standard source of 
statistics on all aspects of domestic and international 
finance. For most countries of the world, it gives 
annual, quarterly, and current monthly data on ex- 
change rates, gold and foreign exchange holdings, 
bank assets, interest rates, international trade, and 
other related items. Notes describing the series are 
also included. 

A new feature introduced with the January 1955 
issue is a revised page form which permits an ap- 
preciable expansion in the amount of information 
reported on Money, Banking, and Finance. In ad- 
dition, charts showing quarterly and monthly data 
for important series are included in the country 
sections; these charts are drawn to facilitate com- 
parison, by countries, of similar data. 

The annual subscription rate for 12 issues post- 
paid is US$5.00, or the approximate equivalent in 
the currencies of most countries. Single copy, 
US$1.00. The journal may also be dispatched air- 
mail at the expense of the subscriber. Address 
subscriptions to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 
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to Panama by the United States will be increased from 
$430,000 to $1,930,000; Panama will be able to levy 
income taxes on employees of Canal Zone agencies who 
are Panamanian citizens and others who are not U. S. 
citizens and who reside in the territory; commissary and 
import privileges of employees of Canal Zone agencies 
who are not U. S. citizens and who do not reside in the 
Zone will be restricted; the U. S. Congress will be re- 
quested to enact legislation authorizing the establishment 
of a single basic wage scale for all U. S. and Panamanian 
employees of the U. S. Government in the Canal Zone; 
the U. S. treaty monopoly with respect to the construction 
of railroads and highways across the Isthmus will be 
revoked; certain lands previously acquired for Canal 
purposes will be transferred to Panama. 


In addition, the United States agrees to put into effect 
certain administrative’ practices designed’to enable the 
Panamanian economy to obtain an increased share in 
the business of supplying the Canal Zone market. This 
includes the withdrawal, as of December 31, 1956, of 
U. S. agencies from the business of selling certain sup- 
plies to non-U. S. Government owned or operated ships 
and the termination, under certain conditions, of manu- 
facturing and processing in the Canal Zone of goods 
for sale to or consumption by individuals. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., February 7, 1955. 


Extension of Brazilian Exchange Law 


The Brazilian Government Law 2145 of December 29, 
1952, which is the basic exchange law providing, among 
other things, for import licensing, the auction system, 
and export bonuses, and which expired on January 31, 
1955, has been extended-—by Law 2410 of January 29, 
1955—through June 1956. Article 2 of Law 2410 author- 
izes the Executive Power to shift imports into the free 
market, in whole or in part, and to establish surcharges 
for the five categories of imports. These surcharges 
would be the following percentages of the average of the 
auctions for the previous three months: Category I, 35 
per cent; Category II, 50 per cent; Category III, 65 per 
cent; Category IV, 75 per cent; Category V, 100 per 
cent. Article 4 of Law 2410 prohibits imports of auto- 
mobiles with a value of US$3,500, including equipment, 
in the market of origin. 


Source: Embassy of Brazil, Boletim Radiotelegrafico do 
Ministério das Relagées Exteriores, Washington, 
D. C., February 3, 1955. 


Brazilian Export Rates 


Instruction 114 of the Superintendency of Currency 
and Credit of Brazil provides that coffee exports are to 
receive the same export bonus as Category II exports. 


Thus, coffee exports in convertible currencies and sterling 
will now receive a bonus of Cr$18.70 per dollar which, 
together with the official buying rate of Cr$18.36, results 
in an effective rate of Cr$37.06 per dollar; previously 
the bonus was Cr$13.14 per dollar, the effective rate 
being Cr$31.50 per dollar. This represents a deprecia- 
tion of 14.8 per cent. For coffee exports in inconvertible 
currencies, the export bonus is now Cr$17.19 per dollar, 
with an effective rate of Cr$35.55 per dollar; previously 
the bonus was Cr$11.86 per dollar and*the effective rate 
was Cr$30.22 per dollar. These changes were prompted 
by the situation in the world market, in which coffee 
prices had declined in the last week. Paragraph 2 of 
Instruction 114 provides that in the event the export 
bonuses are again increased within 45 days of any regis- 
tered sale, thus invoking a price difference for the buyer, 
this. difference will, be, campensated. 


Sources: Superintendency of Currency and Credit, In- 
struction No. 114, Rio de Janeiro, Brazil; The 
Journal of Commerce, New York, N. Y., Febru- 
ary 8, 1955. 


Export-Import Bank Loan to Brazil 


The Export-Import Bank of Washington has approved 
a credit of $730,440 to assist in financing the sale of 
U. S. equipment to Cia. Siderirgica Belgo-Mineira, S. A. 
of Brazil, to increase steel production in its Monlevade 
plant. Interest will be at the rate of 514 per cent per 
annum and will be payable over a period of five years. 
The Belgo-Mineira Company, organized in 1921, is 
Brazil’s largest privately owned steel producer, with a 
capacity of 180,000 tons-of ingots per year. This capa- 
city will be raised to 345,000 tons under the new program. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., February 1, 1955. 


New Exchange Rate for Imports in Uruguay 


By a decree of December 10, 1954 of the Uruguayan 
Government, an import quota of US$17.6 million was 
opened for goods of Categories II and III. Of this 
amount, some US$8.7 million, covering a list of non- 
essential and luxury goods, will be subject to an exchange 
“compensation” surcharge of 1.05 pesos per U._S. dollar 
over the 2.45 peso rate, thus making an effective import 
rate of 3.50 pesos per dollar, or the equivalent in other 
currencies. Most of the balance of the import quota, 
or nearly $9 million, will be subject to a “compensation” 
surcharge of 0.35 peso per dollar over the rate of 2.45 
pesos per dollar, that is, an effective rate of 2.80 pesos, 
which was established on December 1, 1953 for an import 
quota of $8 million. 


A tax of 6 per cent is levied on the peso equivalent—at 
the 2.45 rate—of the exchange remittances for payments 
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of these imports. Thus. including this tax the effective 
rates applied to these imports amount to 3.65 pesos and 
2.95 pesos per dollar. respectively. 

The proceeds from these surcharges are to be entered 
in the “exchange differential fund,” which is again run- 
ning short of resources since, in addition to the normal 
subsidy payment commitments against the fund, some 
24 million pesos will be required for an export subsidy 
on 300.000 tons of wheat of the 1953-54 crop, which were 
still on hand toward the end of 1954. In previous years. 
higher international prices for wheat have permitted 
Uruguay to export wheat or flour at the basic rate of 
1.519 pesos per dollar without subsidy. In 1954 inter- 
national prices for wheat declined while the minimum 
support price guaranteed to wheat producers in Uruguay 
was maintained at the level of the previous year. 


Sources: El Dia, Montevideo, Uruguay, December 11. 
1954: Department of Commerce, Foreign Com- 
merce Weekly, Washington. D. C., December 20. 
1954. 


Foreign Capital Treatment in Argentina 


By Decree No. 637 of January 17, 1955, foreign capital 
invested in Argentina prior to August 26, 1953 was 
granted the benefits established in August 1953 for new 
foreign capital (see this News Survey, Vol. VI, p. 80). 
The decree covers the treatment of foreign capital in- 
vested in industrial and mining activities and does not 
exclude the possibility of extending such benefits to 
capital in other economic activities. Foreign investors 
who have complied with the conditions established in the 
decree are permitted to effect transfers equivalent to 8 
per cent of the capital or to capitalize such transferable 
profits. The investors must prove that the foreign capital 
was brought into the country in foreign currency, in 
productive capital goods imported prior to July 8, 1947, 
or by debiting prior to July 8. 1947 peso accounts opened 
with local banks in the name of the foreign bank. Also, 
they must prove that the capital came from a_non- 
Argentine source. The decree establishes the following 
procedure for determining the net foreign capital: (a) 
any prior repatriation, income, interest, profits, dividends, 
or other remittances of a similar nature cannot be 
computed as capital; (b) adjustments shall be made at 
the end of each fiscal period, with a deduction of the 
remittances mentioned in (a) and an addition of 5 per 
cent of net profits in all periods closed prior to August 26, 
1953; (c) in determining the foreign currency equivalent, 
the exchange rates to be used are either those prevailing 
at the time of the respective operations or—if owing to 
their nature it is not possible to determine such rates— 
ihe free market rate. 


Foreign investors who take advantage of this system 
may also enjoy the benefits granted by other more favor- 
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able regulations that may be introduced in the. future, 
provided any amounts transferred or capitalized under 
present regulations are first deducted from remittances, 
These investors must, by means of bank documents or 
other evidence, furnish proof, to the satisfaction of the 
Central Bank, regarding the establishment of the capital, 


Source: Economia y Finanzas, Buenos Aires, Argentina. 
January 27, 1955. 


Other Countries 


Australian Loan in Switzerland 


The Australian Government has arranged to raise in 
Switzerland a loan of Sw F 60 million for public works, 
The loan would be for 15 years with the option of repay- 
ment after 10 years. The issue price would be 9914 per 
cent. and interest would be 344 per cent. A loan for the 


same amount was obtained in Switzerland in November 
1953 (see this News Survey, Vol. VI, p. 188). 


Source: The Financial Times, London, England, Febru. 
ary 8, 1955. 


South African Gold Output 


South Africa’s gold output rose from 1,163,068 ounces 
in November to 1,191,827 ounces in December, a new 
high figure. At 250s. 8d. per ounce, the value of the 
December output was £14.9 million, against £14.5 mil- 
lion in November. 


The December output brings total production for 1954 
from mines which are members of the Transvaal and the 
Orange Free State Chamber of Mines up to 12.7 million 
ounces, i.e., the highest level in the postwar period. The 
corresponding figure in 1953 was 11.4 million ounces. 


The sale of gold at enhanced prices to local purchasers 
was abolished as from October 1, 1954. 


Sources: The Financial Times, London, England, Janv- 
ary 11, 1955; The Standard Bank of South 
Africa Limited, The Standard Bank Review, 
London, England, January 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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